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(b) The notice of meeting to consider
and act upon the board of directors’
resolutions shall be accompanied by an
information statement that complies
with the requirements of § 611.1225.

(c)(1) The terminating association
shall establish voting security proce-
dures that comply with the procedures
for the election of directors in § 611.330,
as applicable. Specifically, the termi-
nating association shall ensure that all
information regarding how or whether
individual stockholders have voted and
all materials such as ballots, proxy bal-
lots, election records, and other rel-
evant documentation related to the
votes of stockholders is held in strict
confidence.

(2) The terminating association may
adopt procedures that require the
stockholders to sign or otherwise
verify their eligibility to vote on an en-
velope which contains a marked ballot
in a sealed envelope. The terminating
association may also use signed proxies
or eligibility certificates that will ac-
company a ballot or instructions on
how to vote the proxy in a separate
sealed envelope.

(3) The terminating association shall
use a form of identity code on the bal-
lot enabling it to determine which
stockholders are eligible to exercise
dissenters’ rights and shall require
that the votes be tabulated by an inde-
pendent party who is not a stock-
holder, director, or officer of the termi-
nating association or the successor in-
stitution. When the terminating asso-
ciation receives notification pursuant
to § 611.1260 that a stockholder intends
to exercise dissenters’ rights, the asso-
ciation will verify with the inde-
pendent party that the stockholder
voted against the termination. The ter-
minating association shall be informed
of the vote of a stockholder only in the
event that stockholder exercises the
right to retire stock in the association
in accordance with § 611.1260.

(d) The proposal shall be approved by
the stockholders if agreed to by a ma-
jority of the eligible voting stock-
holders of the association voting in
person or by proxy at the stockholders’
meeting.

(e) Upon approval of a proposed ter-
mination by the stockholders of the
terminating association, a certified

statement showing the results of the
stockholder vote shall be forwarded to
the Farm Credit Administration within
10 days following the stockholders’
meeting. The terminating association
shall notify its stockholders and other
holders of equity interests of the re-
sults of the vote not later than 30 days
after the final vote. If the stockholder
vote is in favor of termination, stock-
holders who voted against the termi-
nation and other equity holders shall
be informed of their right to dissent as
provided in § 611.1260(f). In addition, the
terminating association shall further
notify stockholders of their right to
file a petition for reconsideration in
accordance with § 611.1235 and that any
petition for reconsideration must be
filed on or before a date certain, which
shall be 35 days after the date the ter-
minating association mails notice to
the stockholders of the results of the
stockholder vote.

§ 611.1225 Requirements for informa-
tion statement.

Notice of the meeting to consider and
act upon a proposed termination shall
be sent to all stockholders and other
holders of equity interests and shall be
accompanied by an information state-
ment that contains the information
and materials set forth in this regula-
tion as follows:

(a) A statement on either the first
page of the material or the notice of
the stockholders’ meeting, in capital
letters and boldface type that:

THE FARM CREDIT ADMINISTRA-
TION HAS NEITHER APPROVED
NOR PASSED UPON THE ACCU-
RACY OR ADEQUACY OF THE IN-
FORMATION ACCOMPANYING THE
NOTICE OF MEETING OR PRE-
SENTED AT THE MEETING AND NO
REPRESENTATION TO THE CON-
TRARY SHALL BE MADE OR RE-
LIED UPON.

(b) A statement on the first page of
the material entitled ‘‘Executive Sum-
mary’’ and consisting of a concise de-
scription of the material changes in
rights of the borrowers, stockholders,
and holders of other equity interests to
occur as a result of the termination,
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the effect of such changes, and the po-
tential benefits and disadvantages to
them of the termination.

(c) A description of the plan of termi-
nation as required in § 611.1230.

(d) A statement by the board of direc-
tors of the terminating association
enumerating the potential benefits and
disadvantages of the termination to-
gether with the basis for the board’s
recommendation for termination.

(e) A list of the initial board of direc-
tors and senior officers of the successor
institution, together with a brief de-
scription of the business experience of
each such person, including principal
occupation and employment, during
the past 5 years.

(f) A summary of the provisions of
the organizational documents of the
successor institution, including the ar-
ticles of incorporation and bylaws, that
differ materially from the charter and
bylaws of the terminating association.
The summary shall indicate both
whether the maintenance of a bor-
rowing relationship with the successor
institution will be required as a condi-
tion for maintaining a stockholder’s
interest, and whether the maintenance
of a stockholder’s interest will be re-
quired as a condition for maintaining a
borrowing relationship.

(g) An explanation of any changes in
the nature of the stockholders’ and
other equity holders’ investment in the
association, including but not limited
to any changes in dividends, patronage
refunds, voting rights, preferences, re-
tirement of equities, and priority upon
liquidation. If any eligible borrower
stock is outstanding, such explanation
shall include a statement that the
guaranty afforded to eligible borrower
stock by section 4.9A of the Act shall
be extinguished at termination and
that any stock of the successor institu-
tion received in exchange for eligible
borrower stock shall not be protected
under section 4.9A of the Act.

(h) An explanation of the effect of
termination on the rights that bor-
rowers are afforded under the Act; the
expiration date of those rights, if appli-
cable, under the provisions of the plan
of termination; a statement that bor-
rowers may seek to have their loans
sold to or refinanced with another
lending institution, including the asso-

ciation(s) that will be chartered to
serve the terminating association’s ter-
ritory or any other associations that
already serve the territory, provided
that any such Farm Credit institution
is authorized to make such a loan in
accordance with part 614 of this chap-
ter; and an explanation of the proce-
dure for a borrower to apply for the
sale or refinancing of his loan to the
association(s) that will be chartered to
serve the terminating association’s ter-
ritory, if such designations have been
made. The disclosure shall include the
name, address and telephone number of
such association(s), together with a
statement that any such association is
not obligated to accept any loans of
the terminating association.

(i) An explanation of the formula and
process by which equity of the termi-
nating association will be exchanged
for equity in the successor institution
or other consideration.

(j) A description of any agreement or
arrangement with any person, includ-
ing any officers or directors of the ter-
minating association, relating to em-
ployment or termination of employ-
ment with the terminating association
or employment with the successor in-
stitution.

(k) An explanation of the computa-
tion of the exit fee and the estimated
amount of the exit fee.

(l) A statement detailing the nature
and type of financial institution that
the successor institution will become
after termination and the conditions of
approval, if any, placed on the suc-
cessor institution by the State or Fed-
eral financial regulator that will char-
ter the successor institution.

(m) A summary of the differences, if
any, between the terminating associa-
tion and the successor institution with
respect to interest rates, interest rate
policies, collection policies, services
provided, service fees, and any other
item of interest that would affect a
borrower’s lending relationship with
the successor institution including
whether stockholders will be restricted
in any way in their ability to borrow
from the successor institution.

(n) A discussion of the expected cap-
ital requirements of the successor in-
stitution, and the amount and method
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of capitalization for the successor in-
stitution.

(o) An explanation of the sources and
manner of funding the operations of
the successor institution.

(p) An explanation of the existence of
any continuing contingent liability
that will not be paid immediately upon
termination and the manner in which
this liability will be addressed by the
successor institution.

(q) A summary of the differences in
tax status of the terminating associa-
tion and the successor institution, and
an explanation of the effect of such
changes on both the successor institu-
tion and the stockholders.

(r) A brief description of the regu-
latory environment for the successor
institution and a summary of the dif-
ferences from the current regulatory
environment that affect the cost of
doing business of the value of equity
and that are not addressed elsewhere in
the information statement.

(s) A statement describing those
stockholders and other holders of eq-
uity that are entitled to dissenters’
rights and an explanation of those
rights as set forth in § 611.1260, includ-
ing the estimated value of the stock
upon distribution, procedures for the
exercise of dissenters’ rights, and the
time period during which such rights
may be exercised, and a statement that
eligible voting stockholders who do not
vote against the termination will not
receive dissenters’ rights.

(t)(1) A presentation of the following
financial data:

(i) A balance sheet and income state-
ment for the terminating institution
for each of the 2 preceding fiscal years;

(ii) A balance sheet for the termi-
nating institution as of a date within
90 days of the date the termination ap-
plication is forwarded to the Farm
Credit Administration, presented on a
comparative basis with the cor-
responding period of the prior fiscal
year;

(iii) An income statement for the in-
terim period between the end of the
last fiscal year and the date of the re-
quired balance sheet presented on a
comparative basis with the cor-
responding period of the prior fiscal
year;

(iv) A pro forma balance sheet of the
successor institution presented as if
termination had occurred as of the
date of the most current balance sheet
presented in the statement; and

(v) A pro forma summary of earnings
for the successor institution presented
as if the termination has been effective
at the beginning of the interim period
between the end of the last fiscal year
and the date of the balance sheet pre-
sented pursuant to paragraph (t)(1)(iv)
of this section.

(2) The format for the balance sheet
and income statement shall be the
same as is contained in the institu-
tion’s annual report to stockholders
and shall contain appropriate footnote
disclosures, including data relating to
high-risk assets and other property
owned, and allowance for losses.

(3) The financial statements shall in-
clude either of the following:

(i) A statement signed by the chief
executive officer and each member of
the board of directors of the termi-
nating association that the various fi-
nancial statements are unaudited, but
have been prepared in all material re-
spects in accordance with GAAP (ex-
cept as otherwise disclosed therein)
and are, to the best of each signer’s
knowledge, a fair and accurate presen-
tation of the financial condition of the
association; or

(ii) A signed opinion by an inde-
pendent certified public accountant
that the various financial statements
have been examined in accordance with
generally accepted auditing standards
and, accordingly, included such tests of
the accounting records and other such
auditing procedures as were considered
necessary in the circumstances, and, as
of the date of the statements, present
fairly the financial position of the ter-
minating association in accordance
with GAAP applied on a consistent
basis, except as otherwise disclosed
therein.

(u) A description of any event subse-
quent to the date of the financial state-
ments, but prior to the date upon
which the termination application is
submitted to the Farm Credit Adminis-
tration, that would have a material im-
pact on the financial condition of the
terminating association or the suc-
cessor institution.
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(v) A description of any event subse-
quent to the submission of the termi-
nation application to the Farm Credit
Administration that would have a ma-
terial impact on any information in
the termination application.

(w) A statement of any other mate-
rial fact or circumstance that a stock-
holder would need to know in order to
make an informed decision on the pro-
posed plan of termination, or that is
necessary to make the required disclo-
sures not misleading.

(x) A proxy, together with instruc-
tions on the purpose and authority for
its use, and the proper method for sig-
nature by the stockholder.

(y) A certification signed by the en-
tire board of directors of the termi-
nating association as to the truth, ac-
curacy, and completeness of the infor-
mation contained in the information
statement. If any director refuses to
sign the certification, the director
shall inform the Farm Credit Adminis-
tration of the reasons for such refusal.

[56 FR 3407, Jan. 30, 1991; 56 FR 11589, Mar. 19,
1991; 58 FR 48790, Sept. 20, 1993]

§ 611.1226 Prohibited acts.

(a) No terminating association or di-
rector, officer, employee or agent
thereof, shall make any untrue or mis-
leading statement of a material fact,
or fail to disclose any material fact
concerning the proposed plan of termi-
nation to a stockholder of the associa-
tion.

(b) No director, officer, employee, or
agent of a terminating association
shall make an oral or written represen-
tation to any person that a prelimi-
nary or final approval by the Farm
Credit Administration of an associa-
tion’s plan of termination constitutes,
directly or indirectly, either a rec-
ommendation on the merits of the pro-
posal or an assurance concerning the
adequacy or accuracy of any informa-
tion provided to the association’s
stockholders and other equity holders
in connection therewith.

§ 611.1230 Plan of termination.

The plan of termination shall include
the following information:

(a) Copies of all contracts, agree-
ments and other documents pertaining

to the proposed termination and orga-
nization of the successor institution.

(b) A statement of the means by
which the assets of the terminating as-
sociation will be transferred to, and its
liabilities assumed by, the successor
institution.

(c) The terminating association’s
plan to retire, and the successor insti-
tution’s plan to issue, equities held by
holders of stock, participation certifi-
cates, and allocated equities, if any.

(d) A copy of the charter application
filed with the appropriate Federal or
State chartering authority, together
with any exhibits or other supporting
information that is submitted to such
authority.

(e) A statement whether the suc-
cessor institution will continue to have
a credit relationship with the Farm
Credit bank and the effect such status
will have on the provision for payment
of the terminating association’s debts.
The plan of termination shall include
evidence of the agreement and plan for
satisfaction of outstanding debts,
whether contained in a general financ-
ing agreement or otherwise.

(f) The proposed effective date of the
termination.

§ 611.1235 Stockholder reconsider-
ation.

(a) Eligible voting stockholders have
the right to reconsider the approval of
the termination provided that—

(1) A petition signed by 15 percent of
the eligible voting stockholders of the
association is filed with the associa-
tion, and a copy of such petition is
filed with the Farm Credit Administra-
tion, within 35 days after the date of
mailing of the notification to stock-
holders of the final results of the
stockholder vote required under
§ 611.1215; and

(2) Such petition is certified by the
terminating association as provided in
paragraph (b) of this section.

(b) Each petition shall include the
signature, printed name and full ad-
dress of each voting stockholer signing
the petition. Within 5 days of its re-
ceipt of a timely filed stockholder peti-
tion, the association shall certify
whether the signatures on the petition
are the signatures of persons who were
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